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Structural change of industries and spatial agglomeration of economies together 
describe history of economic development in countries all over the world. These two 
factors share strong relations and tell stories of rising and falling of cities, regions as 
well as countries. On the other hand, in the history of growth theory, structural change 
has long been a significant issue since times of classical political economics. With the 
prosperity and popularity of NEG in the 1980s-90s, agglomeration of economies has 
received more and more attention home and abroad. However, although structural 
change and agglomeration should be considered unity in theoretical analysis and 
practice of economic growth, few theoretical and empirical studies put these two 
factors into a unified framework of growth theory. We argue that viewing the process 
of economic growth and explaining regional differences of growth performance 
through the lens of development requires combination of structural change and 
agglomeration. Nonetheless, structural change with strong positive effect of 
agglomeration can provide economic growth in China sustainable power. As a result, 
the article tries to deeply research on growth effect of agglomeration during the 
process of structural change at several levels, drawing the conclusion that regardless 
of dualistic change and structural change and upgrading within manufacturing sectors, 
effect of agglomeration cannot be ignored. 
First of all, the article discusses the role industrial agglomeration plays during the 
transition from agricultural sectors to modern non-agricultural sectors holding the 
perspective of dualistic change. On the background of urbanization and regional 
economic growth in China, we build up a two-sector model to study effect of 
structural change and agglomeration to growth during the process of urbanization, and 
we also conduct econometric analysis using provincial panel data of 1998-2012. 
Through theoretical and empirical research, we conclude that effect of urbanization to 
growth and differences of regional growth performances can be better explained when 
taking the perspective of structural change and agglomeration, and that only 

















Second, the article pays attention to structural change in modern non-agricultural 
sectors (from secondary to tertiary sectors) and industrial relevance to study 
relationship between industrial co-agglomeration and growth of cities. We first set up 
a model containing coagglomeration and structural change to analyze their 
relationship with growth of modern industries. Then we use data from Chinese 
Industrial Enterprise Database and 225 cities in China to construct index measuring 
degree of co-agglomeration and study growth effect of co-agglomeration between 
secondary and tertiary sectors using the GMM method, SLM and SEM. The analysis 
reveals that co-agglomeration has significant positive externalities to growth as a 
whole, and that high-end orientation of industrial structure and developed 
infrastructures of transportation contribute to strengthening growth effect of 
co-agglomeration. Besides it, when looking into size of cities, growth effect of 
co-agglomeration in large cities is significantly greater than that in small cities, and 
co-agglomeration of subdivided industries which share stronger relevance reveals 
greater growth effect. 
Then, the article focuses on structural change and agglomeration within 
manufacturing sectors. This part of research mainly pays attention to structural 
upgrading of manufacturing sectors from the perspective of agglomeration and choice 
between specialization and diversity. We build up 3 kinds of index measuring levels 
of structural upgrading based on Chinese Industrial Enterprise Database and prove 
positive effect of agglomeration in capital-and-technology-intensive industries during 
the process of upgrading, and we find large cities still gain advantage of 
agglomeration over small cities. To expand our research, we construct index to 
measure degree of specialization or diversity in cities and try to make it clear which 
kind of externality (MAR or Jacobs) these cities benefit from. Empirical analysis 
show that degree of specialization or diversity bears no growth effect as a whole, but 
cities of different sizes enjoy different kinds of externality. Large cities mainly benefit 


















     Finally, the article summarizes main conclusions above and raises several 
practical and pertinent advice to push up positive externalities of agglomeration in 
cities and regions. 
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